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I 
I, 

COMPTROLLER GENERAL'S 
REPORT TO THE COi'JGRESP 

DISCST ------ 

WHY THE REVIEW WAS kMDE 

A Natlonal Flood Insurance Proqrav 
was establlshed in December 1968 
to compensate people suffering loss 
of property because of floods 
Federal assistance was required be- 
cause the private prooerty insurance 
companies could not, generally, pro- 
vide flood insurance at orlces peo- 
ple could pay 

GAO made this review to find out 
whether the new program is meeting 
its two basic ObJectives 

--To provide property owners with 
flood insurance 

--To encourage flood-prone communi- 
ties to adopt land use and con- 
trol measures deslgned to reduce 
flood damage to property 

Baszc znformatz.on 

The Llatlonal Flood Insurance Program 
is administered by the Federal In- 
surance Admlnlstratlon (FIA) in the 
Department of Housing and Urban De- 
velopment (HUD) 

Floods in this country have caused 
property losses of nearly $5 bllllon 
In the past 5 years as we1 1 as 
hundreds of deaths 

I 

ACTIONS NEEDED TO P'WIDE 
%FATER IYSllRANCE PROTECTIOR1 
TC) FLOOD-PRONE COMW'~ITIES 

1 Federal Insurance Administration 37 

& r3epartment of Hous-rng 
and Urban Develonment R-178717 23 

FINDINGS AND CONCLUSIONS 

Much more needs to be done if the 

orogram is to fully meet its oblec- 
t1 ves 

--Only 33 percent of identified 
flood-prone commuritles have par- 
ticipated in the program 

--About 71 percent of these communl- 
ties could not obtain the insurance 
benefits available under the requ- 
lar program 

--Wout 60 percent of land use and 
control measures submitted by com- 
munities had not been reviewed by 
FIA through January 1973 

--An adequate system for monitoring 
communltles' enforcement of these 
measures had not been established 

Promotzng the flood znsurance 
program 

FI4 has had moderate success in pro- 
moting the proqram Of the 5,200 
communltles estimated by the Corps 
of Engineers to be subject to flood- 
ing, about 1,700, or 13 percent, 
were in the program at March 1973, 
about 200,000 policies were in 
force, having a face value of 
$3 4 billion 

Vany other communltles were not 
aware of the proqram because FIR did 
not directly contact them and ex- 
plain its benefits 

On the basis of responses to ques- 
tionnaires sent to a statistical 

Tear Sheet Upon removal the report 
cover date should be noted hereon 
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sample of these communities, GAO 
estimated that 

--1,015, or 29 percent, of the 3,500 
communities not particlpatlng had 
not heard of the program and 

--36 percent of these 1,015 com- 
munities would be interested in 
Joining 

Many of the communities had suf- 
fered flood losses repeatedly In re- 
cent years 

FIA should promote the program by 
directly contacting communities not 
participating, Instead of relying 
largely on publicity, so that all 
people reslcling or doing business 
in flood-prone areas have the same 
opportunities to participate (See 
pp 9 and 10 ) 

Prov2-&ng maxzmum 7xbxirance benefzks 

Yormally communities are first 
placed in an emergency program where 
minimum coverage 1s available almost 
Immediately 

Eligibility for the regular program, 
offering more extensive coverage, 1s 
granted after flood plain studies 
are made to establish the commune- 
ty's flood risk and the basis for 
actuarial rates 

GAO found that 1,200 of the 1,700 
particlpatlng communltles, or 71 
percent, could not obtain maximum 
benefits under the regular program 
because FIA had not made the re- 
quired studies 

Pending completion of the studies, 
the 1,200 communltles were placed in 
the emergency program As a result 

--Ylnlmum coverage was available to 
property owners 

I 

--Yo insurance was avaIlable on new I 
construction I 

I 

FIA relies on other agencies, such I 

as the Tarps, to make the studies, I 
but these agencies could not handle I 

the workload because of staffing 
I 
I 

limitations 

The Corps, primary contractor for I 
performing flood plain studies for I 

FIA, said that, because its staff is I 
'Limited, It plans to contract out to I 

private enqlneerlnq firms about 49 
percent of the work to be performed 

I 
I 

for FIA in fiscal year 1974 

FIA hart arranged, as of March 1973, 
for studies for 422 of the 1,200 
communities in the emergency pro- 
qram Its officials estimated it 
would take at least 3 years to over- 
come the backlog for the remainincl 
773 communltles, given the present 
pace of processing studies 

GfiO found that private engineering 
firms have the capacity to assist 
FIA in speeding the completion of 
the flood plain studies F14 and 
the Corps ldentif7ed about 99 pri- 
vate enqineering firms competent to 
perform the stuciles If more use is 
made of these firms, FIA should be 
able to reduce its backloa substan- 
tially (See pn 11 to 13 ) 

Reduczng f Zood hazards 

Sound land use and control measures 
are an essential line of defense 
against flood losses FI4's review I 

and monitoring of these measures 
I 

need to be improved If the program I 
is to meet its ObJectives satisfac- 
torily 

FIA review and approval of commune- 
ties' land use and control measures 
has not been timely At. January 
1973 about 60 Percent of the 396 



I 
I 
I 
I 
6 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 

I 
I 

I 
I 
I 
I 

; 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I I 
I 
I 
I 
I 
I 

!  
I 
I 
I 

I 
I 
I 
I 
I 
I 

measures submitted had not been re- 
viewed Of the 156 that have been 
revIewed, FIA had approved only 26 

Most communltles-=having deficient 
measures had not been informed of 
what they must do to meet FIA 
standards Some of the cotntnu(~~- 
ties which haa not been so advised 
were permitting new construction in 
flood-prone areas, contrary to FIA 
standards After appropriate noti- 
fication, these communities are 
subJect to suspens-ron from the pro- 
gram for such violations 

FIA has not established a program 
to monitor community implementation 
of the measures Consequently, lt 
has little assurance that the com- 
;n;l;;e; enforce them (See pp 14 

RECOMMENDATIONS 

The Secretary of HUD should have the 
FIA Administrator 

--Send literature to governing offl- 
cials of communities not par- 
tlclpating, describing program 
benefits and eligibility require- 
ments, and determine whether they 
want to participate (See P 
10 > 

--Use private engineering firms to 
make flood plain stucl~es to the 
extent that funds are available 
and Federal agencies cannot make 
them on a timely basis (See 
P 13) 

--Review communities' land use and 
control measures (See pp 15 
and 16 ) 

--Notify communities having deft- 
clent measures of what they must 

Tear Sheet 

do to remain eligible for the 
program (See p 16 

--Establish a monitoring program 
providing for penodlc determlna- 
tions of conanunities' continued 
ellgibllity in the program based 
on their compliance WI th FIJ\ land 
;sel;njl control standards (See 

AGENCY CObtPlENTS AND UNRESOLVED 
ISSUES 

The Administrator, FIA, agreed with 
GAO's findings and recommendations, 
stating that 

--A more logical approach in pro- 
moting the program would be to 
directly contact communities not 
participating (See p 10 ) 

--FIA must rely more on private en- 
gineering firms to make flood 
plain stuciies because of the vol- 
ume of work, however, FIA needs 
to develop a good set of guide- 
lines setting forth the work to 
be done (See p 13 ) 

--FIA must speed up its reviews of 
communities' land use and control 
measures and make onslte visits 
to insure that communities com- 
ply with FIA standards (See 
P 15) 

--Lack of staff has prevented FIA 
from making improvements In the 
above areas 

FIA's budget Justlflcatlon for fls- 
cal year 1974 provides for 22 addi- 
tional employees for the program 
Approval of these positions should 
permit FIA to deal with the problems 
GAO identifYed (See p 10 ) 
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iMTTERS FOR COK5'IDERATION 
BY THE CONGRESS 

This report contains no recomen- 
datlons requiring congressional ac- 
tion It does inform the Congress 
how FIR could improve the Natlonal 

Flood Insurance Program to make lt 
more responsive to the Nation's 
flood problems In addition, this 
report may assist the Congress in 
evaluating numerous bills pending 
before the Senate and House of Rep- 
resentatlves dealing with flood in- 
surance (See P 6 > 
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CHAPTER 1 

INTRODUCTION 

During the past 5 years floods in the United States have 
caused property losses of $4 8 billion as well as hundreds 
of deaths 

Property owners, the property insurance industry, the 
Congress, and a number of Federal and State agencies have 
long been concerned with the need for economically sound and 
affordable flood insurance 

The property insurance industry could not generally 
provide affordable Insurance-- at least during the early years 
of such a program- -wlthout Government assistance, because of 

--A lack of necessary data on which to compute pre- 
miums 

--The unpredictable, concentrated, and catastrophic 
nature of flood losses 

--The overwhelming probablllty that the high cost of 
flood Insurance In areas most likely to sustain damage 
would lead to an lnsufflclent spread of this risk 

In 1965 Hurricane Betsy hlghllghted the need for a 
Federal program of flnanclal assistance for those suffering 
property losses in flood and other natural disasters As 
a result, the Congress, in the Southeast Hurricane Disaster 
Relief Act of 1965 (79 Stat 1301), directed the Secretary 
of Housing and Urban Development to study the feaslblllty 
of alternative methods for provldlng Federal disaster In- 
surance The Secretary reported to the President that a 
flood insurance program was feasible The Natlonal Flood 
Insurance Act of 1968 (42 U S C 4001) authorized the result- 
ing program 

NATIONAL FLOOD INSURANCE PROGRAM 

The Federal Insurance Admlnlstratlon (FIB), Department 
of Housing and Urban Development (HUD), was created in 
December 1968 to admlnlster the program This program 1s a 
cooperative effort between FIA and about 100 private 
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insurance companies which sell and service flood insurance 
pollcles nationwide Through June 30, 1972, net Federal 
funds of about $18 mllllon had been expended to operate the 
program 

The program provides two basic lines of defense against 
flood losses First, It allows property owners In designated 
flood-prone areas to buy flood insurance Second, to obtain 
Insurance, communltles must adopt and enforce land use and 
control measures to reduce the probability and severity of 
flood damage 

PROGRAM OPERATION 

Property owners may purchase Insurance from any property 
and casualty insurance agent or broker licensed to do busl- 
ness wlthln their States Pollcles are available, however, 
only in communltles or areas which FIA has designated ellgl- 
ble To be ellglble, a community must apply for designation 
as an eligible area and must adopt and enforce land use and 
control measures which meet FIA standards 

Normally these communltles are first placed In an emer- 
gency program where minimum coverage IS available almost 
lmmedlately More extensive coverage comes later under the 
regular program Ellglblllty for the regular program 1s 
granted after flood plain studies are made to establish the 
basis for acturlal rates These benefits are discussed on 
page 11 

The normal sequence of events leadlng to maximum cover- 
age 1s shown on the next page 

PROPOSED LEGISLATION 

During the 93d Congress, 1st session, numerous bills 
were introduced In both the Senate and the House of Repre- 
sentatives to amend the National Flood Insurance Act of 1968 
These bills would, among other things 

--Establish a National Disaster Insurance Fund 

--Provide protection against losses from earthquakes 
and landslides 

--Extend coverage under the National Flood Insurance 
Program and require known flood-prone communltles to ' 
participate 
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--Require flood Insurance for federally insured or 
guaranteed mortages 

AGENCY COMMENTS 

We requested written comments from HUD on a d?aft of 
this report on April 18, 1973, and received a reply from 
the Federal Insurance Administrator on July 9, 1973 His 
letter included as an appendix 
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CHAPTER 2 

PROMOTING THE FLOOD INSURANCE PROGRAM 

FIA has had moderate success in promoting the program 
During Its 4 years of operation, the program has attracted 
1,700, or 33 percent, of U S flood-prone communltles, they 
had about 200,000 pollcles with a total face value of about 
$3 4 bllllon in March 1973 

PARTICIPATION IN THE PROGRAM 

The Corps of Engineers in 1967 estimated that about 
5,200 communltles close to rivers, streams, oceans, bays, 
or lakes are subject to flooding At January 1973 FIA estl- 
mated that about 6 mllllon people live or work In such areas 
Hlstorlcally these people have shouldered the brunt of eco- 
nomic losses caused by floods even though the Government has 
provided some aid 

The program 1s a more posltlve step to alleviate the 
plight of the flood victim For the first time, the poten- 
tial vlctlm can insure his property at affordable rates 

PROMOTING THE PROGRAM 

Many flood-prone communltles were unaware of the program 
because FIA did not directly contact them and explain program 
benefits Instead, It has relied on such publlclty as press 
releases and television and radio spot announcements to in- 
form the general public about the program These media had 
not been very effective, as evidenced by the responses to 
questlonnalres we sent to a statlstlcal sample composed of 
300 of the 3,500 nonpartlclpatlng flood-prone communltles 
We received responses from 240, or 80 percent, of the com- 
munities On the basis of the responses, we estimated that 

--1,015, or 29 percent, of the 3,500 nonpartlclpatlng 
communltles, natlonwlde, were not aware of the pro- 
gram 

--36 percent of the 1,015 communltles would be interested 
in Joining. 

9 



Of those communltles responding, 109 have suffered 
flood losses, as described below 

Frequency of 
flooding 

Estimated flood damage 
Homes Businesses Amount 

More than once a year 2,777 122 $1,189,000 
Once a year 844 85 318,500 
Once every 5 years 1,364 171 655,500 

Total $2,163,000 

The FIA Admlnlstrator agreed that a more loglcal ap- 
proach, such as contacting nonpartlclpatlng communltles 
directly, might be the answer But he said this type of 
promotion was time consuming and his limited resources had 
not permitted this 

With regard to limited staffing resources, FIA's fiscal 
year 1974 budget Justlflcatlon requests 22 addltlonal em- 
ployees for the program They would review land-use measures, 
oversee the ldentlflcatlon and mapping of flood-prone areas, 
prepare and dlssemlnate flood insurance material, lncludlng 
insurance rate maps, and establish criteria, standards, and 
methods for ldentlfylng flood hazard areas and determining 
differential flood risks 

RECOMMENDATION TO THE SECRETARY 
OF HOUSING AND URBAN DEVELOPMENT 

We recommend that the Secretary have the FIA Admlnlstra- 
tor send literature to governing offlclals of nonpartlclpat- 
lng communltles descrlblng program benefits and ellglblllty 
requirements and determlne whether they want to participate 
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CHAPTER 3 

PROVIDING MAXIMUM INSURANCE BENEFITS 

About 71 percent of the partlclpatlng communltles could 
not obtain maximum program benefits because of the large 
backlog of uncompleted flood plain studies These studies 
are a prerequisite to entry into the regular insurance pro- 
gram 

PROGRAM BENEFITS 

Communltles applying for flo?d insurance normally are 
placed XI the emergency program until they are declared 
eligible for the regular program The emergency program 
offers mlnlmum coverage immediately to all flood-prone 
communltles until FIA establishes actuarial rates through 
flood plain studies 

As of March 1973 maximum benefits were available to 
500 communities --about 29 percent of the 1,700 partlclpatlng 
communities The remaining communltles could not obtain 
maxlmum coverage because the required flood plain studies 
had not been made 

The differences in coverage under the emergency and 
regular programs are as follows 

, 
Maximum coverage available 

Existing buildings New construction 

Types of 
coverage 

Emergency 
program 

Regular Emergency Regular 
program program program 

Residential 
property $17,500 $35,000 None $35,000 

Nonresldentlal 
property 

’ (note a) 30,000 60,000 None 60,000 
contents 5,000 10,000 None 10,000 

aIncludes multlfamlly residential properties 
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FLOOD PLAIN STUDIES 

Flood plain studies are made to 

--determIne the community's flood risk and 
--establish the basis for setting actuarial rates 

Only after completion of these studies can communltles ob- 
taln full benefits under the program. 

At March 1973 FIA had arranged for flood plain studies 
for 422 of the 1,200 communltles In the emergency program 
FIA offlclals estimated it would take at least 3 years to 
overcome the backlog of studies for the remalnlng 778 com- 
munities, given the present pace of processing the studies 
This backlog represents 65 percent of the communltles In 
the emergency program FIA relies on other Government agen- 
cies, such as the Corps and the Sol1 Conservation Service, 
Department of Agriculture, to make these studies FIA stated 
that these agencies lacked the resources to overcome the 
backlog problem 

The Corps, the primary contractor for performing flood 
plain studies for FIA, advlsed us that, because of Its 
llmlted staff, It plans to contract out to private englneer- 
Ing firms about 40 percent of the work to be performed for 
FIA In fiscal year 1974 

FIA records show that, for fiscal year 1973, about 
$9 mllllon was available for flood plain studies, of which 
$8 1 mllllon had been obligated at April 30, 1973, and 
that, for fiscal year 1974, FIA has requested an $18 3 mll- 
lion approprlatlon for these studies FIA records show, 
however, that, of 301 studies contracted for In fiscal years 
1972 and 1973 wzth other Federal agencies, 139 have exceeded 
their completion dates for periods ranging from 1 to 15 
months The delays in completing studies and the backlog of 
studies that have not been started have prevented many 
communltles from obtalnlng the maxlmum program benefits 

FIA and the Corps have identified about 90 private en- 
gineering firms qualified to make the studies However, 
FIA had made little use of these firms as of March 1973 
For example, 10 are In the area served by the Corps' Boston 
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Dlvlslon, one of FIA’s maJor contractors There was a 
backlog of 43 studies in the Boston area at the end of 1972 
Corps offlclals said that this backlog could be substantially 
reduced wlthln a year if private firms were used and that 
working alone the Corps would need several years to complete 
the studies. 

We suggested to the FIA Admlnlstrator that private 
englneerlng firms be used to reduce the backlog and allow 
for quicker and wldespread admittance of communltles into the 
regular program. The Admlnlstrator agreed that FIA must rely 
more on such firms to do the studies because of the volume of 
work, However, before contracting with them for addltlonal 
studies, he wants a good set of guldellnes to delineate the 
work to be done Further, he stated that FIA needs to In- 
crease Its staff to monitor the firms’ efforts We agree it 
1s appropriate to develop such guldellnes before contracting 
with these firms for the studies 

RECOMMENDATION TO THE SECRETARY 
OF HOUSING AND URBAN DEVELOPMENT 

We recommend that the Secretary have the FIA Administrator 
use private englneerlng firms to make flood plain studies 
to the extent that funds are available and Federal agencies 
cannot make them on a timely basis. 
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CHAPTER 4 

REDUCING FLOOD HAZARDS 

Sound land use and control measures are an essential 
line of defense against flood losses FIA must linprove 
the review and monltorlng of these measures If the program 
1s to better achieve Its ob]ectives 

LAND USE AND CONTROL MEASURES 

Such measures ar;! an integral part of the program 
Once a community comes Into the regular program, it has 
6 months to establish stringent measures which 

--restrict development of land exposed to severe floods, 

--guide new construction away from flood-prone areas, 

--reduce flood damage, and 

--improve long-range land management and use of these 
areas 

FIA procedures provide that a community be suspended 
from the program, after appropriate notification, If it 
falls to adopt the required measures within 10 months after 
being accepted into the regular program 

FIA standards require that these measures include cer- 
tain zoning ordinances, building codes, and health regula- 
tions Since development of high-flood-risk areas 1s to 
be discouraged, FIA should review and closely monitor these 
land use and control measures 

Reviewing and monltorlng these measures 

FIA has not been timely In revlewlng and approving 
measures adopted by communltles As of January 1973, 396 com- 
munities had submitted their measures The status of FIA's 
review and approval of these measures 1s as follows 
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Reviewed 156 
Approved 26 
ReJected (communities 

suspended) 31 
Found deficient 99 

Not reviewed 240 

396 

For the 99 measures found deflclent, FIA had not 
advlsed 70 communltles to revise their measures Some of 
the communltles which had not been so advised were permitting 
new construction In designated flood-prone areas This 1s 
contrary to FIA's standard which requires that proposed con- 
structlon be guided away from areas subJect to flood hazards 

FIA does not have a monltorlng program to determlne 
whether communltles are effectively enforcing their land use 
and control measures It relies on the communltles to be 
their own watchdogs 

Regarding reviews of measures, the Admlnlstrator stated 

--FIA had two choices-- to perform a llmlted number of 
detailed reviews or make many quick cursory reviews 

--FIA decided to perform detailed reviews so that It 
would have a sound basis to enforce measures 

--FIA must now speed up the processing of these reviews 
and make onslte staff vlslts to Insure communltles' 
compliance with FIA standards. 

--Lack of staff had prevented IIA from making timely 
reviews and monltorlng the program. 

As dlscussed on page 10, FIA's fiscal year 1974 budget Justi- 
flcatlon requests 22 additional employees for the program 

RECOMMENDATIONS TO THE SECRETARY OF 
HOUSING AND URBAN DEVELOPMENT 

We recommend that, to effectively promote sound land use 
and control measures and to reduce flood hazards, the Secre- 
tary have the FIA Administrator 
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--Review communltles’ land use and control measures 

--Notify communltles having deflclent measures of what 
they must do to remain eligible for the program 

--Establish a monltorlng program which provides for 
determlnatlons of communltles’ continued ellglblllty 
In the program based on their compliance with FIA 
land use and control standards 
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CHAPTER 5 

SCOPE OF REVIEW 

Our review covered the period from the program's 
lnceptlon through March 1973. 

Our review Included 

--examining pertinent pollcles, procedures, studies, 
and reports and revlewlng the program's leglslatlve 
hlstory, 

--lntervlewlng Federal and State offlclals responsible 
for lmplementlng the program, 

--vlsltlng 18 communltles--eight in Ohio, seven in 
Virginia, and three In Mlchlgan where we asked local 
officials, insurance agents, and residents about their 
communities' partlclpatlon in the program, and 

--sending questionnaires to a statlstlcal sample com- 
posed of 300 of the 3,500 nonpartlclpatlng flood-prone 
communities. 
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APPENDIX 

PRINCIPAL OFFICIALS OF 

THE DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

AND THE FEDERAL INSURANCE ADMINISTRATION 

RESPONSIBLE FOR ADMINISTRATION OF ACTIVITIES 

DISCUSSED IN THIS REPORT 

Tenure of offlce 
From To - 

SECRETARY OF HOUSING AND URBAN 
DEVELOPMENT 

James 1. Lynn 
George W. Romney 

Feb. 1973 Present 
Jan 1969 Jan 1973 

ADMINISTRATOR, FEDERAL INSURANCE 
ADMINISTRATION 

George K Bernstein May 1969 Present 
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s ijEpARTMENT OF HOUSING AND URBAN DEVELOPMENT 

77 a@ 
&so da FEDERAL INSURANCE ADMINISTRATION 

WASHINGTON D C 20410 

JUL 7 1973 

IN REPLY REFER TO 

i% B E Blrkle 
Associate Director 
Ur;?ted States General Accounting Offlce 
Wssb:ngton, D C 20548 

Dear rlr Blrkle 

This 1s In reply to your letter of April 18, 1973, to Secretary Lynn 
transmlttlng copies of the Comptroller General's proposed report to 
Congress entitled "Opportunity to Provide Greater Flood Insurance 
+otectlon to the Nation" and requesting our comments 

In general, we believe the draft report shows an understanding of 
the National Flood Insurance Program and some of the principal dlffl- 
culties that have to be faced in the administration of the program 
The soeciflc recommendations reflect an appreciation of the ultimate 
goals and ObJectives of the flood insurance program and bring into 
sha?Der focus some of the problems that we have faced ln attempting 
to carry out the intent of Congress 

U+ortuqately the tone o f this report distorts the accomplishments of 
thus new program which started from scratch and had to reverse the 
tendency of most local communltles to expect to have their cake and 
eat it too -- they wanted Federal aId but also carte blanche in irrespon- 
s-rbly building in flood plains I personally dispute any poll which shows 
wldesoread Ignorance of the flood insurance program on the part of local 
0Wcials I believe mast of those in flood prone areas know of this 
program by reason of our efforts to publlclze the program or through the 
efforts of the State coordlnatlng body Most of these officials will 
p>ther not admit such knowledge, or openly reJect the program, because 
they choose not to deal with a non-giveaway Federal program that enforces 
standards of sound flood plain land use That 1s why the flood insurance 
program will never be a full success on a purely voluntary basis and why 
the Flood Disaster Protection Act of 1973 1s essential to securing broad 
coverage, adeauate insurance protection , and better use of our flood plains 

Speclflcally, the report draws attention to the dlfflcultles of carrying 
out a complex program involving large numbers of communities in a manner 
that both meets the demands of consclentlous administration of the laws 
passed by Congress and the desirability of performing Government services 
with the fewest number of employees and least cost to the taxpayer 
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APPLNDIX 

* Despite this maJor problem of program admlnlstratlon, we belleve 
remarkable advances have been made and suggest that the Report give 
proper emphasis to these accomplishments over the very short period 
ot three years and with a severely lImIted workforce 

The first two communltles were made ellglble for flood insurance pro- 
tectlon In June 1969, today there are 2,156 and addItiona communities 
are applying for ellglblllty at the rate of 130 each month SIX flood 
Insurance polic7es were in effect at the end of June 1969, there are 
over 200,000 such pollcles in effect today, in the face amount of 
almost $4 bllllon. Congress, in recent days, has recognized the Impor- 
tance of uninterrupted contlnuatlon of the flood Insurance program by 
enacting a further Increase in the overall llmltatlon on insurance in 
force from $4 bllllon to $6 bllllon 

I belleve it a fair statement that accomplishments of this order of 
magnitude are rare I know that these results could not have been accom- 
pllshed wlthout a continuous process of innovation, short-cutting where 
program admlnlstratlon would permlt, and long hours of work by an 
exceptlonally devoted and very competent staff 

With regard to the speclflc suggestIon and recommendation of the draft 
report, I have the following comments 

1 Contact non-participating communltles We agree that a 
greater effort to make all communltles aware of the existence and bene- 
fits of the National Flood Insurance Program 1s necessary I attach to 
this letter a copy of a summary of our promotional efforts which was 
presented to the Housing SubcommIttee of the House Banking and Currency 
Committee on May 8, 1973 We will lnltlate a campaign to contact each 
community that appeared on the Corps of Engineers 1967 list of flood-prone 
areas, as rap-rdly as staffing conslderatlons ~111 permit On April 6, 
1973, a well-attended public meeting was conducted in Washington, D C 
to acquaint State and community representatives, insurance-Industry organl- 
zatlons, the press and the public with the benefits of the flood insurance 
program We have intensified our work with the State coordinating bodies 
appointed at our request by each State Governor, and through which we have 
achieved a considerable--If Indirect--promotional effort 

In recogn7tlon of the unusual high-water condltlons on the shores of the 
Great Lakes, for example, a number of short-term details of HUD field- 
offlce personnel were arranged so that regular HUD field employees, after 
a three-day orientation, were trained to work lndlvidually with the 
hundreds of communltles bordering the Great Lakes 
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2 Use private f1rm.s for flood-plain studies In cooperation 
with the Contracts and Agreements Dlvlslon of the Department, we have 
begun a limited experimental program of contracting with quallfled 
private engineering firms to perform flood-plain studies We anticipate 
that the first contracts for a substantial volume of such work will be 
negotiated before the end of the current fiscal year We share your 
hooe that use of private englneerlng firms will be of slgnkflcant help 

accelerating the completion of studies and that it will prove 
scantly more costly than the use of other Government agencies 

in’ further 
not signif 

3 Promptly review land-use and control measures We agree that 
a thorough program of review of land-use and control measures 1s needed 
if the program 1s to achieve its primary purpose reduction of future 
flood losses through wlse'management of flood-prone lands The Budget 
for fiscal year 1974 includes provlslon for 23 additional employees to 
work on the flood Insurance program In addltlon, we hope to utilize 
the temporary services of other qualified employees within the Department 
(on both the Headquarters and Field levels) to accomplish the needed 
review of local measures 

Although there were a number of community land-use measures awaiting 
review at the time of the GAO survey in January, these were only regular 
program communities Even in January every one of the more than 1,035 
emergency program communities' land use measures had been reviewed In 
addltlon, since January, we have reviewed every regular program land use 
measure received prior to January 1, 1973 Only 75 regular program 
measures due since that date remain to be reviewed To put this In 
perspective we have reviewed a total of 399 regular and 1,725 emergency 
program measures This 1s quite a different picture from that drawn by 
this GAO Report 

4 Promptly notify deficient communities and suspend non-compliers 
Land-use measures submitted by 160 communities have been found deficient 
on the basis of office review-and are pending formal notlflcatlon In 
addition, we have suspended 67 communlt7es from program partlcrpatlon, 
52 suspensions are still in effect We will notify each of these 160 com- 
munities as quickly as our staff llmltatlons permit us to follow up such 
notification with the intensive communlcatlon with each that will surely 
follow Surely the knowledge that we intend to require full compliance with 
Federal standards and criteria has its effect upon communltles which might 
be tempted to follow a course of non-compliance 

5 Establish monitoring programs We agree that a soundly con- 
ceived and fairly administered monltorlng program will be essential to 
long-term benefits from the flood insurance program, and intend to embark 
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upon such a program when staffing constraints ~111 permlt As noted 
above, the budget for fiscal year 1974 Includes 23 addltlonal employees 
to work on this program, of which 10 are expected to be assigned to 
field stations CJe believe that reasonable prlorlty should be accorded 
comunltles that make application for program ellglblllty, but that 
follow-up of actual performance cannot be permitted to suffer as a 
result of the lntenslve effort to acquaint communities with the program 
and its beneftts and to secure their initial ellglblllty 

insurance Administrator 

Attachment 
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Copies of this report are avallable at a cost of $1 

from the U S General Accounting Offlce, Room 6417, 
441 G Street, N W , Washington, D C 20548 Orders 
should be accompanied by a check or money order 
Please do not send cash 

When ordering a GAO report please use the B-Number, 
Date and Title, I f  available, to expedite fllllng your 
order 

Copies of GAO reports are provided without charge to 
Members of Congress, congressional commrttee staff 
members, Government offlclals, news media, college 
Ilbrarles, faculty members and students 
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